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PRIVATE MONOPOLIES AND PUBLIC RIGHTS. 

There is nothing which the average citizen distrusts 
and fears so much as the power of great corporations. 
Nor is this distrust without foundation. Such corpora- 
tions, in many instances, have a virtual monopoly in their 
own line of business, which is at variance with all our 
theories of industrial freedom. Even where competition 
is physically possible, it is often practically impossible. 
The large concern has such an advantage over the smaller 
ones that a competitive strife, however desperate, can 
only result in a combination more extensive than ever. 

The attempts to remedy this state of things by direct 
legislation are usually of little avail. Where large man- 
agement is more economical and productive than small 
management, we shall find large concerns or none at all. 
Business, even in those lines where there is partial mo- 
nopoly, is carried on with too narrow a margin of profit 
to endure any but the most economical methods. To 
control the abuses without destroying the industries is 
a matter of the utmost difficulty. 

Fortunately, we are not quite without hints as to the 
direction which such control is likely to take. These 
hints are to be derived from a study of the history of 
transportation service and transportation law. It was here 
that the monopoly of large concerns developed itself most 
sharply ; it was here that legislators, after unsuccessfully 
fighting the tendency, first came to recognize it as inevi- 
table ; it is here that there have been the most costly, but 
at the same time most fruitful, experiments in legislative 
control. These things were well worth studying, when 
railroad history was supposed to stand by itself and to 
involve an exception to the general laws of trade ; but 
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they have become far more important, now that those 
tendencies which are most clearly marked in the case 
of railroads are beginning to act with increasing vigor 
in other lines of business. The history of transportation 
law has constituted an exception to the general laws of 
the past, but it may not improbably constitute an indica- 
tion as to the general laws of the future. 

The earlier traditions of transportation law were quite 
clear. The highway and the carrier were sharply distin- 
guished. The highway, whether road or river, would 
have constituted a natural monopoly, if it had been made 
the subject of private ownership. This was avoided by 
not allowing it to become private property at all, but 
keeping it under the control of public authorities. On 
the other hand, the business of the carrier was not, in 
times past, easily monopolized. Where each man could 
place his own wagon on the road or his own boat on the 
water, competition was the simplest and most natural 
thing in the world, and could generally be relied upon 
as the most effective means to secure fair and reasonable 
charges. Free use of public highways and free competi- 
tion of private carriers were the principles on which the 
traditional law was based. 

The theory was simple ; and, as long as the facts were 
equally simple, it served its purpose extremely well. 
Unfortunately, the facts outgrew the theory. 

In the first place, there were some departments of 
transportation, where an extensive and highly organized 
service was a necessity, and where free competition of 
different carriers was practically impossible. The postal 
service was the earliest instance. Efficient letter carriage 
could only be secured by a monopoly. This was gen- 
erally recognized at least two hundred years ago. In 
France, it was directly managed by the government. In 
Germany and even in England, it was for some time 
left in private hands ; but, in all cases, organized monop- 
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oly was substituted for the traditional system of free 
competition. And the same thing occurred in some de- 
partments of foreign trade. The East India merchant 
shipping required strong organization, beyond the reach 
of any individual trader. The result was that monopolies 
of the most stringent character were granted, both in 
Holland and in England, with privileges so strong that 
they continued in force long after the necessity for them 
had ceased. 

In the second place, the demand for better highways 
made them so expensive that it was impossible to keep 
up the old theory of free public use. When the highway 
was mainly natural, and could be constructed and main- 
tained without much expense, this was the proper theory ; 
but, when much money had to be spent for turnpikes, 
canals, or wharves, it brought an intolerable burden upon 
the tax-payers, and one which they were quite unwilling 
to bear. France, indeed, created a national system of 
roads and canals at State expense, but it gave rise to 
deep-seated popular grievances; while England and 
America were forced to depend mainly upon private 
enterprise for the necessary improvements. Each im- 
provement in transportation rendered a large permanent 
investment of capital necessary. Every such investment 
afforded private capital the chance to acquire new rights 
over the highway. The governments in England and 
America, as a rule, dared neither to lead nor to resist the 
march of improvement. They were obliged to entrust it 
to private enterprise, as the only available middle course. 

Finally, the invention of the railroad and the telegraph 
subjected the legal theory to a far greater strain than 
ever. In each of these cases, the necessity for an organ- 
ized service was obvious. In each of them, a large per- 
manent investment was required. But the main point 
was that, both in railroad and telegraph service, it was an 
obvious advantage, if not a necessity, to have the line and 
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the business owned and controlled by the same head. 
The law was thus brought face to face with a most per- 
plexing problem. It had hitherto regarded the highway 
and the carrier as at least theoretically distinct, and sub- 
ject to diametrically opposite principles. The highway 
had been public, the carrier's business private. The 
former was a natural monopoly : the latter was legally 
subject to free competition. No middle ground seemed 
to exist. But the railroad was at once highway and 
carrier ; and hence arose a serious conflict, whose succes- 
sive phases mark distinct periods in the history of railroad 
legislation. 

There are four different ways in which attempts have 
been made to solve the difficulty : — 

1. By keeping the highway and the carrier distinct, in 
spite of physical and industrial difficulties. 

2. By assimilating the legal position of the carrier to 
that of the highway, giving a monopoly of railroad busi- 
ness to the State. 

3. By assimilating the legal position of the highway to 
that of the carrier, trusting to the free competition of 
parallel railroads in private hands. 

4. By abandoning some of the legal traditions alto- 
gether, admitting the failure of competition and the 
necessity of monopoly in certain cases, but reserving to 
the community important rights of control over such 
monopolies. 

The first of these plans was most resolutely tried in 
England. It was so thoroughly in harmony with com- 
mon law traditions that the English were loath to relin- 
quish it. The early charters were framed on the supposi- 
tion that it would be carried out as a matter of course. 
They provided accurately the schedule of rates of toll at 
which outsiders would be allowed to use the line. The first 
parliamentary investigations carefully considered why the 
system did not work, and whether it could not be made 
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to work. As late as 1853 there was an obvious desire to 
see competition of different carriers on the same line. In 
the testimony of 1865-67, it is spoken of with obvious 
regret as a thing which would be desirable, had not 
experience proved its impossibility. In 1872, it is looked 
at as a mere matter of past history. In the recent investi- 
gations of 1881-82, it was hardly mentioned. 

The attempt to secure competition of different carriers 
on the same line was not confined to England. The idea 
had found expression in some of the earliest Prussian 
charters, and it has never been quite without advocates 
in Germany and Austria. Twelve years ago, just as it 
had been thoroughly abandoned in England, it began to 
be most actively discussed in Germany. At three succes- 
sive congresses of German economists, it was the all- 
absorbing topic. Books were written to prove it practi- 
cable as well as desirable, but little or nothing was 
actually accomplished. Hardly has this discussion come 
to an end, when the subject is reopened in the United 
States by the appearance of Mr. Hudson's work, The 
Railways and the Republic, in which this plan is warmly 
advocated. But the fact that it has been so much dis- 
cussed and so much desired makes its failure all the more 
conspicuous. The same reason which had made it fail in 
the past is sure to make it fail in the future. The rail- 
roads themselves can always carry much cheaper than can 
be done by any outside party. They can profitably carry 
a great many goods at rates which seem to be less than 
cost. The cost of railroad service consists of two ele- 
ments: fixed charges, such as interest and maintenance, 
on the one hand; and transportation expenses, in the 
narrower sense, on the other hand. The theory of tolls 
contemplates that the toll should cover the fixed charges, 
and that the carrier's rate should pay the transportation 
expenses. The carriers, as distinct from the railroad com- 
pany, can therefore charge no rate which will not cover 
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transportation expenses plus a fixed toll for the use of the 
track. But the railroad itself can go much lower than 
this. To secure traffic which it could not otherwise get, 
it can forego a part of its toll. Anything above mere 
transportation expenses is so much clear profit for the 
railroad, if it thereby secures an extension of its business 
which cannot be obtained on any other terms. This is 
the chief motive which has asked to secure the great re- 
duction in the rates in recent years. Badly as it may 
work in individual cases, its general effect is good. It 
has made long distance transportation of cheap goods 
possible. A fixed toll would raise rates so high as to stop 
a large part of the existing traffic in coal, in lumber, and 
even in wheat. Nor can the difficulty be met by allowing 
a periodical revision of tolls by the legislature. No man 
would wish to invest money in railroad building, subject 
to such liabilities. No existing railroad would care to 
extend its business, when it would thus lose all fruit from 
its gains. Railroad enterprise, both in construction and 
in management, would be almost destroyed. 

When the union of road and carrier was found to be 
inevitable, the first impulse of most governments was to 
unite the two under the hands of the State. Financial or 
industrial reasons hastened this consummation in some 
places, and retarded it in others ; but the final result in 
a large part of the world was State ownership. The rail- 
road (and the telegraph) was brought into as complete 
public ownership as the old roads or canals. Only, 
the tax for their maintenance was drawn largely from the 
shippers of goods rather than the general public. Of the 
effects of this system of public monopoly, we have no room 
to speak in detail. 

In England and the United States, on the contrary, 
precisely the opposite course was pursued. Instead of 
assimilating the position of the carrier to that of the high- 
way, they tried to assimilate the highway to the carrier. 
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Competing carriers on the same highway were impossible ; 
then let us have competing carriers on competing high- 
ways. Such was the idea which lay at the foundation of 
the parallel railroad charters of England and of the gen- 
eral laws which encouraged indiscriminate railroad build- 
ing in America. Competition was supposed to be so good 
a thing that the more you had of it, the better. Unfortu- 
nately, the facts did not always confirm this view. The 
English faith in it was shaken by the crisis of 1847. The 
American belief in it lasted longer ; but the successive 
experiences of 1857-59, 1873-77, and 1884-85, have at 
last convinced the public that railroad competition is not 
an unmixed good, and that there are a great many things 
which it cannot be trusted to do. 

The system of competing highways is subject to at least 
three distinct drawbacks : — 

1. There are a great many cases where such competition 
is physically impossible. The route first laid out is often 
distinctly the best, and sometimes the only available one. 
Even where a parallel road can actually be built, it finds 
it hard to secure terminal facilities which will place it on 
a level with its rival. 

2. The building of a parallel road involves waste to the 
investor. There are very few roads which could not ad- 
vantageously handle a much larger traffic than they at 
present enjoy. If you attempt to do this on two lines 
instead of one, it is just so much waste. This considera- 
tion is so strong that points with moderate traffic can 
hardly expect to have more than one road, so that the 
theory of competing highways is never fully realized in 
practice. 

3. In those cases where it is realized, the loss to the 
investor is not compensated by any corresponding gain to 
the shipper, — rather the reverse. 

Railroad competition, where it acts at all, acts with 
such intensity as to bring rates down far below cost of 
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service. Nor is this due to any special recklessness on 
the part of railroad managers. It is due to the operation 
of general economic laws. Fixed charges must be disre- 
garded in railroad competition, for exactly the same rea- 
son that rent cannot be taken into account in fixing the 
price of produce. If a farmer is threatened with the loss 
of his market, it is better for him to sell his wheat at the 
very slightest margin above actual cost of growing the 
crop, even if it will not pay its share of the rent or inter- 
est charges on his land. And, in like manner, if a rail- 
road is threatened with the loss of part of its traffic, it is 
better to reduce rates almost to the level of operating 
expenses, even if this leaves nothing for interest and 
repairs. 

So far, the two cases are alike. But railroad competi- 
tion is more disastrous than agricultural competition, 
because it is not subject to the law of the diminishing 
return. That is, if either railroad increases its traffic at 
the expense of the other, it often handles the added traffic 
at better and better advantage the more it gets. There 
is thus no direct limit to this cut-throat competition. 
Even where it involves the most serious losses to both 
parties, it will involve a worse loss for either of them to 
stop, while the other goes on; for most of the fixed 
charges will continue, while the other road gets the whole 
competitive business. It is an established fact that, where 
railroad competition is really active, it leaves nothing to 
pay fixed charges. 

If such competition acts at comparatively few points, as 
is usually the case, the fixed charges will be paid from 
local traffic which does not have the benefit of competi- 
tion. If there is competition all along the line, as in the 
case of the New York Central and West Shore Railroads, 
there will be little or nothing to pay fixed charges. This 
means ruin to the investor. If it exists on a large scale, 
it means a commercial crisis, like that of 1884 in America, 
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or that of 1847 in England. Now, such a state of things 
cannot continue indefinitely. It must end in consolida- 
tion, followed by a restoration of prices to a non-competi- 
tive figure. 

Under these circumstances, the shippers, as a body, 
receive little or no advantage to offset the loss which 
competition causes to the investor. If it acts at a few 
points only, it causes enormous local differences or dis- 
criminations. If it acts at all points, it produces a scale 
of charges too low to be permanent, thus involving great 
fluctuations from one month to another. Now, it is well 
established that equality and steadiness of rates are more 
important to the business community than mere low aver- 
age charges. The attempt to secure the latter by compe- 
tition renders the attainment of the former impossible. 
The benefits of competition too often accrue to a few 
speculators, who, in the general fluctuations, manage to 
secure the very lowest rates, and leave less shrewd or 
unscrupulous rivals relatively the worst off, even when 
their actual freight charges are lowest. 

The attempt to assimilate the highway to the position 
of the carrier thus proved a distinct failure. Competition 
between different highways could not be relied on to pre- 
vent abuses. In many cases, it was impossible. In 
others, it was so ruinous as to be inevitably followed by 
consolidation. In others, it actually fostered abuses 
instead of checking them. It was not without its advan- 
tages. It had produced rapid development and low aver- 
age charges. But it had not done the work of protecting 
the individual shipper. 

And it was precisely on this ground that a new princi- 
ple of regulation grew up. The decision of the United 
States Supreme Court in the Granger Cases was to some 
extent a breach with the older traditions. It was justified 
by the logic of facts rather than by legal precedents. 
Railroads and elevators had ceased to be in fact what they 
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were in theory. In theory, they were regulated by free 
competition. In fact, they were monopolies. And this 
fact created a necessity for regulation, which made wel- 
come the explicit statement of the right to regulate, in 
spite of the somewhat vague terms in which that right 
was defined and justified. 

The establishment of the right to regulate is a very 
different thing from the establishment of the proper 
method of regulation. The latter can only be tested by 
experiment. The decision of the court might readily 
open the way for methods which should prove disastrous 
to all concerned. In fact, the system of direct regulation 
of monopoly charges, which gave rise to the Granger 
Cases themselves, proved so bad in its first consequences 
that it was being gradually abandoned at the very moment 
when the right to apply it was put beyond all question by 
the decision quoted. 

It is extremely difficult for a State authority to attempt 
to fix rates to advantage. If they are placed too high, 
they are inoperative. If they are placed too low, they 
check railroad development in such a way as to do un- 
bounded harm. This was the trouble with the Granger 
legislation, and constituted the reason why the men who 
had passed it, in so many cases, found themselves forced 
to repeal it. Experience proves that even on a State- 
owned railroad much latitude must be allowed to rail- 
road managers. The Prussian government, after years 
of experience, has established a careful tariff of charges ; 
yet three-fifths of the traffic of these State roads them- 
selves is carried at rates different from what the tariff 
prescribes. 

The necessity of competing in the markets of the world 
controls the general scale of railroad charges far more 
efficiently than any schedule can do. The evil to be 
guarded against is the specific abuses of power against a 
greater or lesser number of individual shippers. And this 
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is best done by enforcing equality of treatment, leaving 
the absolute charge at the discretion of the railroad man- 
ager. How far this enforced equality should be carried is 
a practical question which has not yet been settled. It 
unquestionably should be made to prevent all merely per- 
sonal discrimination ; that is to say, equality of treatment 
should be secured to all persons under substantially like 
circumstances. But how far it should be made to prevent 
local differences or inequalities of classification can only 
be decided by long experience. 

It is a good sign that recent laws and decisions have 
brought the principle of equality more and more sharply 
into the foreground. But there is another means of rail- 
road regulation which must go hand in hand with it, and 
which, in its practical results, is even more important, — 
publicity of railroad management. The worst abuses of 
railroad power have been perpetrated for the benefit of 
inside rings, and have been no less injurious to the stock- 
holders than to the general public. It is rare that the 
permanent interests of the investors seriously diverge 
from those of the shippers. The investor wants good 
dividends ; but he also wants to have business flourish 
along his line, which can only be secured by giving rea- 
sonable rates. The shipper wants low rates ; but he also 
wants the railroad to increase its facilities, and this is 
only possible when it pays to do so. In the long run, 
these two things agree pretty well ; but where the road is 
under the management of an inside ring, whose interest is 
distinct from that of the stockholders and shippers both, 
the permanent interests are almost always sacrificed. 
Nothing prevents this sacrifice so well as enforced public- 
ity of management. 

And, on the other hand, nothing so surely sacrifices the 
permanent interests of all parties as does the spasmodic 
attempt to enforce competition. Acting in the irregular 
manner already noticed, its aid is almost always greatest 



PRIVATE MONOPOLIES AND PUBLIC BIGHTS 39 

to the strongest shipper. It produces fluctuations of 
which inside rings are in the best position to take advan- 
tage. It is far oftener used as a means of speculation 
than of legitimate business. As long as this was the 
main principle relied on for the control of railroad 
charges, there was some plausibility in enforcing it. But 
to-day, when the fact of monopoly is recognized, we may 
as well get such advantages as it affords. A strong road 
or combination of roads is, in every respect, better to deal 
with than a weak one. It is easier to hold it responsible. 
It is far easier to make it pursue a far-sighted policy. 
The management of a bankrupt road has no permanent 
interests. It lives for the daj r only. By encouraging the 
competition of bankrupt roads, you simply pull down the 
strong roads, and force them also to live for the day, and 
sacrifice their permanent interests. It is a case where the 
policy of the whole body of competitors is regulated by 
the practice of the worst individual. Here, again, the 
change in the attitude of some of the courts is an encour- 
aging sign. We have been late in recognizing the facts. 
France, Germany, and even England have been years in 
advance of us in this matter. But, at last, we are coming 
to see that, where responsibility and equality of treatment 
can only be secured by combination, regulated combina- 
tion is better than irresponsible competition. 

Such is the direction which railroad regulation in the 
United States is to-day taking. But the significance of 
these facts extends beyond the limits of railroad business. 
It is by no means improbable that this represents the 
direction which all industrial legislation must take in the 
immediate future. 

The irregular and imperfect action of competition is 
most marked in the case of railroads, but the same gen- 
eral state of things exists in almost all industries with 
large permanent investment. In any such industry, there 
are certain general expenses which remain, to some extent, 
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the same, whether the business increases or diminishes. 
When a factory is well established, the cost of extending 
its production is comparatively slight; and it is worth 
while to make very low prices for the sake of securing 
additional markets. Such an industry is subject to what 
Prof. H. C. Adams calls the law of the increasing return, 
which gives the large producer the advantage. A large 
concern striving to extend its business can do so more 
economically than a producer who would like to go into 
business in a small way. The large establishment can 
crush out the small ones. "Where two large concerns are 
both striving to extend their business, it may result in 
temporarily forcing prices down below cost. As in a 
railroad war, prices are determined without reference to 
fixed charges. The question is not at what rate it will 
pay to do your own business, but at what rate it will pay 
to steal another's business. But, with factories as well as 
with railroads, such competition ends in combination. It 
cannot exist indefinitely without ruin to the investor. 
Thus we have enormous fluctuations in price, to which we 
have become so accustomed that we consider them part 
of the law of nature. First, a period of commercial de- 
pression, when prices are so low as not to pay interest on 
the investment ; then, a period where they are fixed at 
monopoly rates, which tempt large investments of new 
capital, and lead to a new period of cut-throat competi- 
tion. But, with each change, the chance for the small in- 
dependent business man is less. If the competition does 
not crush him down, the combination swallows him up. 

This monopoly, due to the advantages of large organi- 
zations of capital, is characteristic of the present day. 
Legal monopolies, created by law, are largely a thing of 
the past. Natural monopolies, like that of land owner- 
ship, are still important ; but they are not the matter of 
supreme importance in productive industry any more 
than in transportation. The writings of Henry George 
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have led to an exaggerated estimate of the practical ef- 
fects of land monopoly. In a recent discussion between 
Mr. George and Mr. Hyndman, the leader of the English 
socialists, the latter showed with great force how little 
change would be actually made by the nationalization of 
the land, if capital organization remained as it now is. 
The chance given to the small producer by access to the 
land would be very slight, so long as the possession of 
large capital gave a chance for so much more economical 
use of power as to constitute a de facto monopoly. 

George's theory of public land and private capital 
corresponds closely to the old transportation theory of 
public highways and private carriers. And Hyndman 
has shown that this is no more possible in highly organ- 
ized productive industry than in highly organized trans- 
portation ; that the control of the capital gives virtual 
control of the business, howsoever the land is held. 
While George chooses the first of our four alternatives, 
Hyndman chooses the second, and would have consistent 
socialism in production as well as transportation. 

The majority of men in all ranks are still trying to 
carry out the third alternative, — private ownership in 
land and capital, and free competition at the same time ; 
but they are gradually learning that in those lines of 
industry which involve large capital, under concentrated 
management, the old theory of free competition is as 
untenable as it was in the case of railroads. That a great 
deal of our productive industry is thus monopolized 
hardly admits of doubt. The cases of the Standard Oil 
Company and of the various coal combinations are noto- 
rious. The history of the steel rail business, though less 
widely known, is in some respects even more striking. 
But there is no need of multiplying individual instances. 
Mr. H. D. Lloyd has filled page after page with their 
enumeration, and yet has by no means exhausted the 
subject for America ; while, in Europe, such combinations 



42 QUARTERLY JOURNAL OF ECONOMICS 

have even assumed international importance. The diffi- 
culty is not so much to find where combination exists 
as where it does not exist. 

The monopoly due to concentration of manufacturing 
capital is most strongly felt by the employe's. The rela- 
tion of a factory to its employes is in many respects 
closely parallel with that of a railroad to its shippers. It 
is powerless against them as a body : it is all-powerful 
against them individually. The laws regulating contracts 
between manufacturers and employe's have developed on 
the same general lines and for the same general reasons 
as the laws regulating contracts between carriers and 
shippers. Organizations of laborers and organizations of 
shippers have many points in common. The Granger 
movement finds its counterpart industrially and politi- 
cally in the Knights of Labor. The movement for fac- 
tory regulation to-day is the natural successor to the 
movement for railroad regulation fifteen years ago. 

The significance of the Granger Cases in this connec- 
tion is that they confer the right to regulate any such 
monopoly, if it can be shown to be a matter of " public 
use." In the upper Mississippi Valley, the railroads had 
had no legal monopoly and little natural monopoly. 
They had received certain privileges, under the general 
laws of the State ; but it was not on those privileges that 
the right of railroad regulation was based. It was be- 
cause the railroad was a monopoly, in the same way that 
many factories are now monopolies, that the demand for 
regulation arose. This demand having once arisen, a 
principle was found to justify it, which is broad enough 
to cover a great many cases not originally foreseen. The 
definition of a public use was extremely vague ; but the 
monopoly character, due to the organization of modern 
industry, seems to have been the distinguishing ground 
on which the court applied the term to the business of 
the Chicago elevators. In the only place in the whole 
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decision where there is anything like an attempt to de- 
scribe in general terms cases where public nse exists, 
they are spoken of as cases of " virtual monopoly." And, 
should a serious exigency arise, it is not likely that the 
wide door here thrown open would remain unused. 

In this matter, as in the matter of railroads, the exist- 
ence of the right to regulate by no means settles the 
question, What methods of regulation may be possible or 
desirable? The socialists, on the mere statement of the 
case, demand State ownership ; but, to any one who is 
familiar with the abuses of State-owned monopolies, there 
is not even a prima facie ground for such an inference. 
Nor have we many data for determining what form of 
positive action is likely to be most successful. The lesson 
which we can draw from this analogy between factories 
and railroads is largely a negative one. It simply proves 
the weakness of the position of those who insist that such 
large producers have no public responsibilities, and are 
subject to no public regulation, except by the law of 
competition. 

There is a danger to the community involved in the 
position taken by some of the manufacturers on this point. 
They claim the right to manage their own private business 
in their own way, and resent any efforts to secure public- 
itjr as an unwarrantable interference. Yet serious dangers 
arise to the community from the exaggerated importance 
of business secrets. There is no doubt that the great 
majority of people believe in the existence of a large fund 
of manufacturers' profits. These think that wages are 
unnecessarily low, that there is an immense surplus di- 
vided among the stockholders, which would put the wage- 
earners on a totally different level, if it were divided 
among them. Now, it is easy to show that this is not 
true in the aggregate. But it is hard to make the work- 
men believe it, as long as the firm for which they work 
practises secrecy in this respect. 
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There was a time when railroads resented any attempt 
to secure publicity as strenuously as manufacturing cor- 
porations would to-day. Yet, when such publicity was 
enforced, it was found to act as a protection instead of a 
harm to the legitimate interests of the property. The 
combination of secrecy and irresponsibility with limited 
liability opened the way for frauds upon the property 
owners quite as much as upon the general public. It may 
be that the history of the railroad business will repeat 
itself in other industries. If regulation by public opinion 
and carefully enforced responsibility is resisted, there 
is danger of something far more stringent and sweeping. 
A monopoly, whatever its legal or industrial position, is 
in danger from sudden movements of public feeling. If it 
is afraid of enlightening public opinion on what it does, it 
may well be much more afraid of the risk of facing an out- 
break of unenlightened public sentiment. 

The history of railroad legislation in the United States 
presents three successive phases. First, an attempt to 
enforce really active competition and discourage consoli- 
dation. This ended in failure. Second, an attempt on 
the part of the shippers to dictate terms to the railroad. 
This ended in a failure much more disastrous than the 
first. Third, a scheme of regulation under which the 
necessity for combination was at least tacitly admitted, 
but where the combinations were held to a larger degree 
of publicity and responsibility than before. In factory 
laws, we have not yet advanced so far. It is by no means 
certain that we shall ever advance so far. But we are 
past the illusions of the first stage, and labor organiza- 
tion has brought us face to face with the dangers of the 
second stage. We cannot stay where we are. It is not 
likely that we shall take a step backward. It may well 
be the case that the history of railroad regulation shows 
us the direction of our next step forward. 

Arthur T. Hadley. 



